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California's system of school finance has grown 
into a needlessly complex system, 
A Quarter Century 
of Turmoil : 
School Finance in 
California on the 
25th Anniversary of 
Serrano 
Lawrence 0 , Picus 
This year marks the 25th anni .ersary of the Califor nia 
supreme court's Aug ust 197f (uling that the Go lden Slate's 
system of school fin ance violate<! th e equal proteC!kln require-
ments of the state and federa l constitutions. That rui ng, com -
monly referred to as Serrano I,' set in motion a se ries of 
cflaoges to l he ways schoofs are financed in Cali fornia that 
co nt inues to have repercussi ons ac ross th e state and l he 
nation, Th is article. woi~en in January, 1997, otfers an histotical 
perspectiYe on how schoof linance has cha"ged in California 
over the past 25 years, and suggests lhat the legacy of 
Ser(aoo may oot ~e equa l opportunity lor Ca liforni a's publ ic 
school ctOldr"". but rather a contusirtg am neecIIessl)' complex 
fundi"\l di' l ribution fc.rm ula that in reality la~s in pro;iding the 
«Iully (or equulily) marldated by lhe courts, 
The article bejjin s "';t~ a !:>riel sunvnary of Cailorn ia's cur-
ront schoo l l u r>d i ~g picture, look ing at ~oth student demQ-
\1a pr.cs, current revenues am exper>ditures, ar>d measures of 
school finaooe equity, This section takes a close look at the 
cat<JgOriCJt pfog r"ms cu rrentI)' includ e<! in th e schoo l inaooe 
system, and suggosts thut the", programs cIo a poor jofJ 01 
provkling f..->ding to meet iOO ntihed student neWs, and instead 
are created and <J istribut~d on the basis of political expecti<H1cy, 
Bl)cau&e nea rly one·fourth of ocloJcuti"" fu ~ds are distributed 
th rough these prog rams, they have had a det ri mef1ta l impact 
on school fo'l(lr'l(;o OqUity. The "",orxt secti"" prOyk\es a yery 
brief hiSl<! ry of the major stot>P<"ll stones in the dav~opment of 
the current fundir>g formulas. The final sactiO<l of thi s article 
oUers some sugges ti ons fo r improving th e fi nanc ing of 
Cali/omia's schoos. 
K-12 Pul>fi c Education fn Ca lifornia Today 
In 1996-97. the 1,000 schoo l dis tricts in Catifornia are 
responsiIJle fo< th e education 01 5,418,707 children in g'ades 
K-12, as we lt as another 396,344 adu lts and pre-school age 
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c h~dren , To provide th,s eOcx;ah()n. the districts wi. sperxf an 
est,mated 532.951 bitli on (EdSource , 1997). Of thi s total, 
S25 ,863 billkl n, Of $4,773 per f'Upi l in average da ily attendance 
(ADA) is alk:>cated to meet tile rrmimum funding req,.rem<Jnts 
01 Propos,tkl n 98 , The bala'ICe C<Jmes from federal fu nds. toeat 
misce li aoocus reve nues, adult edL>Catioro programs, and the 
state tottery , Desplte the large total, Catiforn la ranks in the bot-
tom docile af the 50 states in per ru p~ expend iture (EdL>Cat.;.n 
Wee+:. , 1(97) 
These timited fcnJs, are used to edL>Cate the "",,st diver&e 
stu dent popu lation in the U ... ted States. CMJren 01 cctor repre-
sent 59% of schoo l enmliment. Approx imatety 45% of them 
receive free 0< redL>Ced price lunches. and aver 24% cIo net 
speak Eng tish as the ir primary tanguage Wh il e Span ish 
speakers dominate, there are some 45 diftere nt languages 
spoken by ch ildren in the state , Twe nty-four percent of the 
chi ld ren tive in poverty, and 26% come from s,ngle parent 
households (Educatkl n Week, 1997), Moreover, because of 
limited funding, Ca ifornia f'UbI<: school dasses are the ~'9<!$t 
in the natkln , with an overal pup il-teacher ratio 01 24.1 to 1, 
compared to a national average of 17,1 to 1 (Ed Source, 1997) 
In the most recent NAEP teslS , onl y 18% of fou rth graders 
were dassified as "prolicient readers ,' and oroly 16% 01 e<g hth 
graders were cons>:Jered jXoficient in mat~ (Education Week, 
1997), App roximately 9% of the state's chi ldren have been 
identified disabled . Rural re,,;denlS make up 18"1. 01 the stu-
dent pop<J lation, suburoan and sma~ city re,,;de<olS 5CfY" arxf 
urban dl ildren compose 32'% of total district enrollment 
W~ile teachers are somewhat bette r compensated than 
the average across the United States, the state's ranking fer 
ayerage teacher satary continues to ,,; ip, In t994-95, the aver-
age teacher salary in Cal ifornia was $40,667. ranking 11 th 
among atl of the states, For 1996-97. at th e init iat ive of 
Governor Pete Witson , a ta rge share of the new revenues 
ava ilable to schoo ls (after a lorog drought in add itkl nal state 
fund ing due to th e li ngering elfects 01 the rece ssion) , was 
locused on redt.<:ing average class size in the primary grades 
to no mote than 20 students p€ r teacher, Thi s policy, w~ic h 
prOyjo:jed an incentive 01 $650 per pupi l in classes of 20 or less , 
locused on the l irst and secon<l grades, with distocts e.-.:cur-
aged to expand it to grades K am 3 as well . 
As this !:>riel discussion sllows, California has the "",,st 
diverse stLKlent population 01 any 01 th e 50 states, aoo seems 
to have fewer resou rces to provk\e 10f l heif ed\!catkln than do 
rn<:><;t other states, The source of those 1unds and Ilow they are 
used are c\escriOOd next. 
Where does the Money Come From? 
The single la rgost contribulor of school raven ues is the 
slate. which provklOO an osti maMd 57.4% of the total. Tabie I 
shows sources 01 reve nue fo< the throo rn<:><;t r<JCeflt years. The 
ta~1e sllows that the state's sha re has incrcased ove, these 
three yea rs from 53,10/, of the tota l to over 57% of that total. 
The reason fc< this is 1h<J roboJst rOvenue growth the state has 
e'perienced comparad to the growth in property values which 
has been ger>eral y stagnant in rn<:><;t parts of the state, AI 01 
the other sou rCeS of lurxfs have decl ined somowhat in i"lX'l"" 
tance over the last th ree years, and in Ihe cas~ of lottery 
receipts, are estimated to aclua l y drop by s.omc $5 mill ion a 
year. 
Where does the Money Go? 
Ta~1e 2 sIlows in both pe r pup. eXpooditures and percent. 
ages of th e to tat how educati ona l doll ars we re spent in 
Ca lifo rn ia in 1994-95, Nearl y tw o-th irds of expenditu res 
oxurred at th<J ctassroom, with teachers represe nting the SIn-
gle largest expenditure item, aoo accounting for over 51% of 
the tal at, School sit e costs. inc luding p(incipats and other 
1
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T ab le I 
Sou fees of Rne"" e fo r "'-12 Educalion in Califo,n ;;" 199-1-95 10 19%- 97 
1 99~_95 1990-% (" 1.) 1996--97 (eSl.) 
A I1"'U II 1 Amounl Amonnl 
ill in in 
m iliion, % miliion , % ", ilii"n' % 
($) ( 'i» ($) (%) (~) ( 'k ) 
Federal Aid 2.449 8.32 2,548 8.1 0 1.51>9 '.W 
SWlcA id 15,658 53.10 17.482 ~~.6 1 18.928 57.44 
Prul""Y Tax R573 29.11 8.661 27.55 8,705 2G.42 
Local Miw 2,11 0 7. 17 2,11 0 G.7 1 2.11 0 6.40 
UHtery vB 2. 18 '" 2.03 638 194 T",,, I 29,433 3 1,439 32,950 
-".(lUTCO . EJ SO<lccc ( I ()()7). ,> 22 
T able 2 
Disl r;b"t;on of Expenditu res by Calcgor~'_ 
Califo,."ia School llistrk ts: 1\19+--95 
Cb " coom Co,ts 
Class,oo ln Teachcrs 
Instru",i (}lla l -"ioc, 
P"p il S"ppon' 
Books, supplies, E<lu ipmenl 
School Sile C"sIS 
Sile Leader,h ip' 
I II><n)(:L iOll,,1 SlIwm' 
BlI ild ;ngs' ,,"" 
Trnn'lw>rtalioo 
Di,,,ict Off icc Adlll in;suat ioo 
State Dep" rll~Cnl an,l Coo nly 
County O"crsigh' 
Calif. Del" of EduCMion 
Total Co,t. 
1 Coon", lor> . p,)cholo£, sb. nur"" 
2 Pri ncipal. vice i"r incil'''l. .,,-" rclory 
:1 Curricu lum. lil,racy. med ia, clerical 
4 Ul il iti es, main lCOlante 
s.ou,,,e: Cal ifo rnia Depart""'"1 of&lucati (}ll, 1\1% 
adminiS1<ative staft, u!iOtles artd mainterla"""'. food, t ransporta-
tiorl artd inst.-....:tiooal s'--"PO rt amoooted to another 2Wh 01 th e 
total. A.s the table shows, almost 94% 01 oil e>pen<iitufCs = ur 
at the schoo l site, wh ile O<H1tra l district admin;stratk><1 &:X()(Jrl1$ 
lor just oyer 5% of tota l exper>ctitures. 
Equity 
Mo~t analySil~ 01 school fin ance equily in CalifO(rlia fin d 
thut th e diSl ributi(}ll ot l ..-.Js to scttool diW"B is higtl ly equi-
table . HMort's (1996) work in ttlis filOd mowed hi gh levels of 
equity at th e district Ie. el, but co nsiderably less equily when 
comparison s are made ac ross schoo ls. In laC!, co mpli ance 



























with the Sorrano r()qu ir~mc nl that per pupil eXpend itures be 
within S100 pe r ADA (adjustoo lor inflal iorl. the f>gtJ re is now 
appro<ima!~l y $300). has been measured by ,he percent ot 
pupils in dist r>cts withon til e bands . Overall, in 1995----96, 96 .4% 
01 stOOc<lI$ in the stale we re enrolled in dist ricts tha, had per 
puiJ<1 exper>ctit ures wittlin the adjusled Serrano baod. 
The problem witil these measures is thai they only con -
s.oo r general re.enue limil expend ilures ' And in lact , sin ce 
Sormno spo cifical ly requires elimination 01 wealth re late6 
spend ir>g dispJ.r1tie&. many other ways to di stin guish dist ricts 
fo r I~ng purpows ha," beoo de,eloped. Most important is 
til o analysis 01 the &",ar)() bands lhemsel'les. While compti -
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aooe seema n>gh, ~ is impala"lle realize lhalIr.ereere in fea~ 
it)' six dtflerenl bands lor anatygs. based onlr.e type (un,hed. 
rwgtI schOOl er elemfl(ltary) el disJ.ricl. and Ih& IIIZ11 (large er 
,mal) 01 diSlricls. The mean expend~ures per ADA vary C()O'>-
IOCleraDtt aClO$$ 1hoGe bands. 
Also moss"'ll ., lhese equoty anatyses os £lale C81&gOn::a1 
lundiog ...toch represents nearly on&-lounh 0/ IOta! _ dis· 
1ricl1---.e8. Typocaly left 001 0/ equoty anatt!.UI, lI>eSfI IundS 
are <lstrIIJuled 10 school dostnclS Ihmugh a va.le!'! of tormu~ 
ana prccedures that often have kd., 10 de WI'" SWcJenl need 
ana more 10 de WIth politICal e'VOOleocy 
Today Ihef" arG """'" 70 slale and fede,af categoocal pro-
grams In Ca l, lorn ia , fan ~Ing Irem special educatien . which 
acco unTed lOt r>ea~y $2 b< lI ioo "' state lundS in 1996-97, to 
very smnll programs 5""" as restructuring gran18 Tor wlieh just 
Ove r S26 mll li"" was app reopriated in ' 996--97. Tne Tund ing 
r9<:pJ irements oT eac!1 prog ram are d ilter""t, SOd oItfl(l 00<1 1",· 
Ing. E. amples 01 some 0/ lhe ~rQer programs and the p<Ob. 
kIms they create are oITe.-..d be.". 
$ptIooI EGt.o:a,..,., 
Tr.e Iatgesl aongllJ ca1egoricat!T&n1 "'098/" Ope<illed by 
the _ • • SPeC"" edUClll>OO sufi," hem inwItiQent II.rdng 10 
""tt .... """"" districts lor the CO$lS 0/ ... ""odng edUC<ltoonal 
$(1_ to (:hoid,en wrth d .... boliOOs. In aodI:iIooo. the fY$Tem in 
pIwJ, who:;h ... _ I\rds to doslricl$ on the basil 01 £lOOent 
pI.\oeorTw 1l$. i$ ., need of modificahOn. 
FifSl. _h.ng on !he order 0/ ooe~hon;I 01 SIl«'..r oduce' 
"00 COlts mUSI be borne by local _ dislnclS. <:f<Nltng an 
eocro.s<:twn""'t 00 "'" l)eneral f1..oj (Go/dlongo', '996) WI10le 
l.Iu<;l!ly S<\d Picus (1996) show 1I1at 1I1l! encroactlmQnt. along 
Wllh enCf08chmCOI for pupIl I ra nspo'la~on. o nly 8ve ra\jeS 
6% ()f I/IlMrRI lund budgets, they also :;how Ihnt Tho imp~ct 
>aries aub6tanlWil y !rem d istri:;! to diWi:;! with some c.po ,i onc· 
ing 1,lIIe or rol encfo&ehme nt ar>d Olhers enc:ro&et>mont 1~5 
as ni\itl 8S t 2% ()f the general lur>d budgut. In a $talD IIoTIe<"O 
~al sper'l(l.-.g per pupi Os SUb$lant>a11y equal. (lram/lt;c d~· 
le_ '" lne proporiooo oIlhe generlO tu<\d 'cp'()S(lf\te<! ~ 
thoS encreaChrnent &eem te creale I> ser;o.,$ problom wIth 
Semmd equahUhen. and ceuld luve the $Iote ope" 10 
another Ieg8I c~_ 
The way tU'OdS are di$tnbuted 1$ also ,~tt compk! .. 
,equlring dISI"C\s to till out 8 nu..me, of Intnca1e forms and 
rna_e a nu_ 01 dilhCtJI ludgments 3$ 10 ho..- 10 rna .. moz" 
stall! rernbursemenlS Fo.nd:s a~ distributed 10 ~ tor II'<:>-
9f8n1 .... tl tJ.ased on the serv.ce delivery mo:xIr: (i.e IIGK C()O'>-
lI,ned Or resou'ce fOem pfOg,ams. etc .). Th" value ot • 
program ...-- dejl<!Od$ on the se<VIOe (teliY(lry modG Eaa. dis· 
Inct' . program uM .alueS....,..., estat>ished in 1981 - &2 a<\d 
501Ce n'811,rno! .... ve boor> adjusled (sometimes) w,lh a 006\ 01 
living adjustment (COlA). The resull loday is tIIal IIl e amor..-.I 
01 rtlC>I)8y a diWi:;! generates lor each prog ram un,\ may have 
lome relalionsilip 10 its specia l educatoo cosls 
DlwiclS are a~ compensated tor the · iOOiroot· cc>sts 0/ 
pro.Kllng Inese se rVICeS through a support " "ices ' B"e. 
whoC~" a percenlag9 (8lso determrMd in 1981- 82) clIne 
direcl costs 01 each program trit. Picus and Millllr (1995) ShOw 
Itlal lhe currenl $ySUtnt has allmve-d many diSlfOCti Ie "take 
Dad<" programs lor s&Yere1y disabled chIldren from county 
oItices of edutatooo and keep the hoghe, support seMceS .allO 
Of me county. whrch l! typocaJly hlghe' UnlOflunalety. Pocus 
ana ~IIIr ( 1995) also 1Ou<\d lllal when dIStrICts CIC> "'IS. they 
eqlOlneflCfl t.ghet costs 01 proWling the seMOe 10 ttle Cl'fldren 
they nave taken back. and rooreove,. the county also ,nCur, 
increa&ed per pupil r;mIS tor those SludenlS v.fIO a,e leh ., the 
couoty program. This of l en leads to lhe county CMr9'ng a 
higher price 10 the disatled students' home diS1!ICIS, 
Educationa l ConSiderations, Vol, 25, No, I . Fall 1997 
Pupil TransPOr1<lhOO 
0"" to difleroot ge<>g,aphc ()()n{t,boos a<\d po,::o.oIalooo den-
sobeS. P<4JiI lransponabOO CO$1S can vary drantl>bcaiy across 
dostncts. Today. the state lfanspor181")n re""b....-serne-nt pro-
gram pr......oos di£lnets WOIh 9S% 01 the lundtng !hey fflCe...e<:l In 
the pre...ous yea'. rega,dless 01 need. Thus. dOS/nelS able 10 
r9duce transponal.,n CO$IS oil" are al an advantage c0m-
pared 10 diSlnets thaI ha .... 'no::reasong transportalooo CO$1S due 
10 poptb,bOO growttl 0, ()1h" laaors S,nce the allotment to 
districts is a tUfT"4l sum rattler ttlan a per P<4JiI art'IOU'It, dislr!dS 
.... ttl gowng "","'mems ere al a substant,a1 dosadvaotage (lot 
details..,., ~dlinge', 1996) 
SUf)f)leroontal Grams 
Pemaps the bolst e.ample ()f th e proo1ems with categorical 
grants in Ca liTorn ia are supplemfl(ltal grants. Offered. to dis· 
1000s tor three years slartiog in t 969-00, dlStricls quallTled Tor 
luOOing it tnay had a ~ re.enue hmil, 800 it lhey received 
lower than ayeraG8 receipts I{em 27 oilier categorical pro· 
grams. In ell",,!. districts ___ Ireal<iQ ~s llsaltvoolaged. and 
1"'-" e!igtib!e lor """~ion~1 to.nd:s. ~ they W9,e nol generaI!y dos-
altvanla!1ed enough te qu~hty to, ollle< programs. This Pfo, 
gram. winch waS justolled on the baSI$ 01 iflljl,oying more 
equalizarion at totallund.-.g. was evs-muatv m!1ed into 'eGlpoem 
district .............. Imots 
11><> Mcga·/Icm 
Te gove diSlr\cl$ mOl'<! "".~ in the use ot cat<qJncat 
P'O?'ams. begonning in 1991-92 the IeQoslature has ~
at least 30 categorical pn:>g'8ms into ~ $J bill"", "mega·il"",· in 
the Slale buo.1ge!!'>CI (Ed$(""ce. 1997), Oislncls are a lklwed to 
redire<:t up 10 15% 01 tlto tundi"" in any Pfogram wi1l1in 1I1e 
mega-item to any 01 11' 0 oll, or d~5 ignatGd prog rams , or, in 
1996-97 , to or from Healthy St6" or Conflict A~soIuloo pre· 
(IIams. In addili"" , 10, 11,96-97, diWids ara alowoo 10 shift JS 
mu~h as 50% of ~ program', r~vonue to cover one·lime 
e. penses 0/ C>aSS size reOt..oction, Oo:tsigoco to give dLSlricts 
more fteooMy in !he use 01 CIIlogoncbl tunds. ~ still places dis· 
InCIS w~h .". catc-gonctll lu<\ding rooeipts at a dis.advantage 
~red te d'$Ir~ .e<;eiving mOffl ""'''''''''' IhrOU!1>_ 
flIOIIra""'. 
The stall'! Iegoslatrve aMIy$I oilers an onjer..strog perspec-
trvft on the l"1'Of1MlCe """ e pOlicy rna ....... have begun 10 pi_ 
on !he use '" categooocal progrWlS to iii""" """"""" to ccrta., 
di$lnC\$ andfOf to aco:rnpll$h ~ state goalS. In her anaIy. 
StS 01 the GOV<)fn{)f't 1997-96 trudgeI bit , tho leQ1s1at .... ana· 
Iyst states that the gfO'Mng empl1asis 00 CIItegorical prog'ams 
m.,ans that none of Ihe nIIW 1997- \18 money availabte to 
sdloos uro1e< 1I1e requorem~~tS ()f PrOpOSiIQn 98 wi l btl avai/. 
able lo r oca lt,. delefmined poo"ties. S/1e at!)lJeS that none 0/ 
lhe illCreased Tuoo in g p,C>je<:I&d for 1997-98 will be used to 
iocreas.e revenue I,mil TuMing t>6yond tile Slal utori ly reqo..ored 
COlA cooclLXlirlg thaI "as a r&SOJI I, the budgel w()Ukj provide 
increases 0011' in IhOSe tarQ eted Rreas and not !or roeeds o<Ie<1I1' 
tied t»' kocal scI>ooI b<>afdS- (LegisJatil'f! AnIIt,.st, I fl97 12). 
How has Cahlornia loun.cl ilsell in the pe$11'cn where 
despite large i""'&ases in revenue lor ~oc so::hooIs. local di ... 
tricts ha ..... no !lelibility in how-!hey can $pe<\d th ... r lurods? The 
nexl seeUon 01 thiS arucle oilers a very bo .. , tustory of !he 
"""or events 01 the lasl 25 veers and hOw !hey have shaped 
th& current slWaLUl. 
School Finance In Cal iforr".: 1971 10 the Present 
Among 111 .. 50 stales. Cal,tornia·. school ~nance _a is 
perhaps lh .. mCSI compleX.' Rathe. ltIarn ,.,form the system 
f,om IO!I to bottom. as Is generally done ;n othe, stales . 
California's respOo se to schoJoj tinaMCe retorm has be,," to 
laY<" addilioml Tormutas BOd programs on IO!> ()f lhe exosting 
, 
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program ThII fllSI>~ 0& a syslem so oomplex ana uninl&lligible 
1 .... 1 0fIIy I lew 1r"d....w..ls in Socfa menlO 8r .. able 10 f\9Y9ala 
Ih.ough lhe lhlCl<el. School tinance 1he-ory WOI}ISIS 1 .... 1 • 
mo", SlraoghIIorward and somple approach 10 IhfI OiSlrbulion 01 
!unelS is fTK:Ife ellicoent. and mora ~keIy 10 insu.e II\al funds are 
ta.geted 10 IN s luden1s lor whICh they are inlOOCl8d (see tor 
example. 1Jodo»:"I & PIcus. 1992) 
HOw dod Cahlomoa'S s.ys1em becomo! so compte"") Thrge 
lacl0rs IlaVfl led to til .. d .... eIopmeot 01 Ih .. cunenl lund'ng 
-~. 
1 Th .. Serranocoun ruing 
2 Passage 01 ProposItion 13 
3. Passage 01 ProposItion ~ 
Serrano 
Semmo v. Pri6Sf. Of i gin~ l ty fi led in 1966. was Calilo rn ia's 
vehicle lor 8d1oo1 Ionance ttit;alio<1 for many yea ••. Based on 
the slate constltut ion's equa l protect ion clause. Se"ano 
requifeS Sl.t>slamlal """,I~y in the way gene.allundll lor 1<-12 
edllCaliC<"l a.e alocal$<110 sch<:d tltslric\$. Specitic&lty. Serrano 
rHjuires ll1al all property wealtt>-rclaled $pending dlletences 
across dlstnclS be reduced 10 no more than $100 per an.::ter" 
in Average 08iIV AlI9ndanca (ADA). Cor.r~ nJings in IIle case 
.... VfI allowed the $100 fipe to t>e adjusted lor II'IIIaUC<"I so 
t .... t tooay ~ is appro ........ teIy $300 per ADA ",,_ •• the 
CCU1 I\aS alow<lod the """" 10 reach ""$<bI;lIlnbBf" COmpliance 
wrlh this reqUirement. meaRlng tIlat ...., have reaChed an 
accq:rtablO levQI 01 ~Iy lOday ""til some 96'% 01 Our stu· 
OOrolS <!nroUed in d~ncts whe~ e. penffilures are wimin thet ""',.,,., 59"."" on ly appl ies 10 weallh re laled SjloenOing d,Ite'-
0)(I00I, ollowing diHo;>rMl ia l e' penditures to, diStriCt CMr acte ~ S­
li:;s 6<JCh aS lype and S<ze. ar.J lor d iffe ring stOO&rlI nMdS. It Is 
out of Til " II!.l. i ~iliTy 1 .... 1 our system of categoriCal Qranls has 
grown. However, to lully uf\dersTand Today's syslem. II. brlet 
doscvs$ion of Propos<tiCn 13 is essential. 
propoill ion ' 3 
Propos<tOOtl 13. peS$&<! by the vol",-s in Jtne. 1978. plat«! 
a COOSUtuoonal ~rrocaUC<"l 01 1% 00 property taxes...::t further 
limns me \IfO"'Ih ot a property"s assessed ""Iuo 10 no moro 
than 2% a year until ~ Is sold, at whICh bmu ~ iI reass.sed at 
marI<el vatue. II was tillS dramatIC mdi.IC1Jon "' pn:iJI<!rty ta_ 
that led to the <!SIabloshment ot today"s baSiC 8d100t ~",nOll 
.,.~ 
PflOr to pess age 01 P'opos<tioo 13, realizing I .... t the couns 
would eveotualy requrre The state 10 ifl1'l'lVll sdlool funding 
HjU lty. ttle IeglSlaolut<! had made a number 01 ~ In !>ow 
SChOOl OiSlric( reV'lf1Ues were coI\9cted. Primary ~rnong 1_ 
d\8Jlg8S was TII8 estab~shm ""t 01 r ..... """" lim iTS f(ll" I'IId\ dIS-
tri Ct. Eadl d istricT I~ t h ~ STate was a.sigr'lOO a rev~r,Hl I, mit 
based 00 its \970-71 """"ra l rev"",-""S. It wM caled a ..,., ,1 
b&Cause districts had f<Jw ""Iioos 1(11" eXC<looing iT 00 en &r>r>tJa1 
basis. The stete Then 9STab iished 1M rates by whiCh district 
.eve~...e ~ would incr""",, ~adl year. alO;owing dI$tricts w~h 
lOw revenue 1i'n~S 179,11",- incroooos th~n those ..,th "'Oh rev· 
....... tirn~S. DislriclS 51. /-.ad some fIo-xibility 10 ask 1IOler& 10 
.pprov<! ar:lOrtlonal increaseG in property tueS lor Iheir -PropoerlOOtl 13 r;harrgod alilhal Pn:Iperty wes _ eon.-
sti!:uoonaly ~fTIt<!d 10 1%. and the dr3rnabC re<t.>:borl"' W c0l-
leCtions meant that. ab!;ent stale 8.S$I$lanOll. doSlflCtS would 
r.ave dramallC fV\Ief1un shortfalls.. FOf1unatefy. tht state /-.ad a 
suDstanbel funding ISfJrplus ard wM able 10 ""'" INI mooey to 
"ba~ ou~' tIl<! echool' and orn.:.r local <)(Wemmool agenc ... s. 
The S)'S(<!m estaIJIi5l\e<l1O flO"ld sc.h<xIIs teOed on IhII revenue 
I, mil Syslom. Today, 8ad\ di.trict's reve<1ue imll is baSed on 
the proviooA yearS!(lV<lnlIf> li miT adjvsted by 8 COSI Of LM"9 
8 
AdjuSlment ~COlA). PrOperty fUes er. diS1fibU1~(j 10 local 
jurisdclOOfl$ by lhe county \a)( 001&1:1011 n rirecled by the log. 
islature. ard rn thll caS6 01 SCIlOof dislticts. the SlaIn makes up 
IhII diHeren::e between property iii' reoeipls. and the <liS/ncI's 
revenue Im~. Thllre is no 10Cat ~ 10 r~ise additronal taxes. 
ard school dislncts are alSO QUIIfI oonstralrled in !he_ ~bility to 
i"1)lernenlOlhet krncls 01 user lees lor _nue ~
Proposition 98 
The !onal piece Of tM punle is P'opo$ll,on 98. While 
P'opos<TIOfl 98 is a compG~ law. ~ O$OO<lIiaIy creates a mini-
mum !l.Odi~g iIoo. 10. 9do.rcalion by r:ledeflMg a !i xed slla,e 01 
me state's geoerallund 10 K- 12 er:I\l(;/Ili"" and <"If'1rnuf1ity coe 
I6ges. This has creatOd lWO I> obIcm, lor schools' 
I . Tile legislatu re lias tond~d 10 1001< aT Propos iTioo ~'s 
spendi "9 tOO r as 9 ooiling . and 
2. Dependoence on I ho STaTe for tyr.J 'ng has lelT the dis-
TritTS Wfth relatMJly sk:rw'~ growth ower Time. per-
ucUa~ ~uring recessions (see P>cvs. 1991). 
Too Syslem thaI has 9YOtva<.I as a rewlt oIt1lese events is 
needlessly ~Iex afl(l has I>eo<>rn& ineltectrve ,n providing an 
adequalR level ol t..nding to S<;tJooI <listricts ard in insumg t .... 1 
fonds are targeted to studanls With idenbloed specoal needs.. 
The next sactrC<"l oilers IIOfIIt! poMt>ie IOIut""'" 10 these 1iIIi· 
cufl problems. 
w .... t Shot.rld california Oo? 
Rcp;tlnn9 the current school finance syst<!m in Caldornia 
is no small t<osl<. There are a MUfl"tl8o" 01 dr!lictJ~ decisions that 
noo<:J to be maoo 10 eSlabiistl en adeqllate, ."'dent focuOO<J 
l und.-.g system for The stales 5.5 mil.,., schOOl "9" c/1ildren 
The .ocornrn r)<1dallOflS I .... t TOIIOW are r:les ign<ld to create a sys-
lem thaI will provide mOre money lor ed ucal io" , and focus 
tlrose fun ds on SlUcIool f\8edS. 
Ad equacy 
Goven {he IremenOous needs 01 Clolilorno&'$ put>1ic scl>ool 
Children, ~ seems impoMnt 10 InCre~" spen<ling ge-neralty. 
'liMe a loffy goal, the dlJicuIty 01 finding mora funds lor educa-
bOn is underscored by ~er passage 01 ~ Ptq::oos.ibon Iowenng 
th810p marginal ta. f3les lor the state', personal onoorne talL 
[)espUe the tact thaI the measure onfy aHect&d rndivoduals WOIh 
taxable onromes eJ<Ceedong $200.000 a -,.ear afl(l torn! ,"""""'" 
"' excess ot S4OO.000 a year. the -.s eIectOO 10 lowe. tax 
rates. Similmty. GO\Iernor Wrlson con!lnues to call lor more 
oeneral cuts in in<:Ofll8 and 1luW- t.""". Since ProposlbOn 
98 guaranTees school!! a snare ot me $!aI<!'S oeneral fimd teII-
MOOS, these cuts WOUld directly imPl'Cl education 
Whal i s needed is mo"l mO'H'Y, not les$. UnfM'-""!tety. 
optIOnS are lew. n", VOIGrs to&vc already ir\d""'Ted how they 
teet about rai sing incom~ IO'~$ {CVO<1 on Ih e wealthy), and il 
"""ms un likely they would ~o WIlli ng to change the te rms at 
ProposiTion 13 ev"," thOug h ~~y as.sess.--.g al propetty at its 
market value W<Ud p.-ob.:Ibly ne~rly o:IOWIe S!aT~-wiOO prc;.perty 
tax coIlectiC<"ls. WtOI(j IhaT fl"IiI~ I"lOl be l ea&rbie, C<"Ie possiblity 
would be to r~as_S alt prcpe~y at marleel va lue. and then 
lower tile lax rmo to that the same amo;:..rol 01 propef1y \a)("" 
would be cotk>ctoo in each county. Wilh tax rales below tile 
00"5U1I"'on,,1 imI1 01 1%. VOIers oIloca1luri$ll<:tJons COlJd be 
allowed 10 h;:rease therr property tax .... up to the 1% _ . with 
a majority or Iw<).Ihrds VOle 
Ths opbOn -.rid hilW! dill ...... oaIlmpact on property tax 
pay<!fS depending on whlln may purc1tased thou home Of busi-
ness. and whe.e they Ii ...... a_rally. !h<! Ionge. tIley havn 
ownOO tile pRlpOrty. IhII rnOf<!I may.....:ooAd Ita"", to pay. To mill· 
""te any ma,or problem$ 01 Over1a.'''9 incWoduaI. 00 limited or 
lixed inc<>mes , ~ $We QfCu it bfeaker property tax '~ie1 pro-
gram <X'WJ be esTablished MOf8Olle,. by allowi"9 decis"". on 
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the le>el 01 propen~ Ia.al,an to be mOOe al the district _. 
"'e lyalem WOUld infuse much r>eeOOd local oontI'QI bad< into 
"'e govern8tlC<! 01 OUI schools. 
E""lly 
While genet1IIlunds Io! educat ..... (roYer'Ue ~.....,)..., dis. 
IriboMd In an eqo.OIable 1ashIon. !he \rood on californoa in recent 
I'Nrs hes been 10 place more and ITIOo'fI oj !he ~a1 Iurding lor 
Khor:>Is OUIsitle 01 the ".venue li""'t. rtO(lucong OVeta. equity 
Two d.lIions Slarld Oul here. T .... lirSI is 10 -..,)II< herd 10 pr.r1 
~~"s In lurlding thai become available infO !he MYeoue 
il1ll1 ro....oobon sysfem rather lhan inl0 new Or "lSling elIIO-
goricel PfOO'ams. The seoond is 10 reform the cal&gOl"ieal 9r"nl 
syst(lm 00 that lur>::IS are targeted at idoot,lied st....:lent 1Ie'ed~ 
and f~ l ow STuoo nt' , IlOt d istr icts, For pr(}9ram s l ike special 
e<luea tiQ n, ~ woighted pupillormu la seems idea l In OTher 
~reas whore categorical programs are needed, PI.4)iIl'I<!igtllong 
sdi~Me5 or S1atG re<mbursemeol pr(}9rams sI>oold Il<l oonllid. 
j)<tO(I Finall" the stale should wotl< 10 eliminale mOSt smel l 
specloiliZ(!d calegorical programs. rolling 1'- IUI"Ido"Ig imo dis· 
lncl '-'" limits. and !hen """"""'0 to mora tulty equaliUl dis. 
lncl ,_ Iim~ h.n;lin\l. nils wi alow all diSlnclS 10) benefit 
equally trom incrGaSOS in state leven""S. while ...... mlzlIIg 
local '**'" , mal<"'II oYa" how those I\rods are used 
Concfltlion 
C.litom'8·s 5ystem 01 schoo! finanee hN IIrOWr"O inlO a 
nmlessty coml>fe. system lhat does not provide adequate 
luoxting lor ttle ~ate's schools, and dislrDutes whal lundirog ~ 
OOH make avail&ble in a mannCf that oIT"" hes liltle 10 dO With 
KIooTilied stu-c!enl ooe(!$. MajOf rolorms of The OJrr""t syslem 
are n&eded to S"" I>f ,ly It;e dLslributioo of l urxls and 10 insure 
Ihal rellOUrces are a imed directly at th e Slude-nls rr>:»t in need 
01 liscal SUpjl<lft Mak"-.g l h<Js.o char>:JGs will nof b-e easy as 
Ihere 15 very little wil lingness acrOSs In.. .taTa 10 Increa" taxes 
10 pay 10' any pyblic "",",ice. induding ooucalion, MOt"&O'Ve.. 
many of the Slale', ",-,"renl progfltn'lS ha'8 developed througt1 
PQI,~cal p<0C8SSeS de .. gned to 1I<>Ip "pec~1c regions 01 the 
stale, UndOing!hrS IXlIitlCal altocat"'" of eduo:;atl()fl8/ f..-.cls";~ 
be an 8.~emety dif!icull task. 
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